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Professor Laughlin supplies little that is new in his discussion of 
the Reserve Act itself. He expounds fully its principles and pur- 
poses. His final chapter deals with the actual working of the act. 
In this connection he criticizes the way the resources of the reserve 
system were used for war-financing. He objects also to the " re- 
version " to the old system of lumping reserves against notes and 
deposits, particularly because of the great expansion of notes, which 
was purposely facilitated by amendments added to the original act. 
He is uneasy also about note expansion. After showing the actual 
increase in note issue he states : " It is likely that not all of this in- 
crease was needed as a medium of exchange." Professor Laughlin 
believes that credit expansion under the reserve system needs to be 
more narrowly controlled and that the issue of notes must be safe- 
guarded from confusion with " fiscal operations of the government 
or with general banking operations carried on by the check-and- 
deposit system". 

Much of the material which the book contains can be found in 
Professor Laughlin's writings elsewhere. Indeed, one of the faults 
of the book is that material already published is reproduced without 
adequate revision. For example, on page 98 in his discussion of the 
guarantee of bank deposits, is found the following sentence: "But, 
on the other hand, observe that the whole object intended by a guar- 
anty of deposits could be gained by a safe and properly elastic note- 
issue — such as has been proposed in various currency reform bills." 
This has a too ancient flavor for a new book ! Notwithstanding this 
fault, however, the book is well worth while and its place is assured. 

E. E. Agger. 
Columbia University. 

The Financial Organization of Society. By Harold G. 
Moulton. Chicago, University of Chicago Press, 1921. — xxiii, 
789 pp. 

For several years Professor Moulton of Chicago University has 
been developing a survey course in financial organization, designed 
to give to students a more comprehensive view of the financial system 
as a whole than is presented in the usual courses in money and 
banking or in private finance. The lecture material for this course 
is now offered in book form and is available not merely as a text 
for similar courses at other universities but also as a survey for the 
general reader. Of its kind the volume is unique, for it covers a 
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scope far wider than is covered by other textbooks in the financial 
field. All the important credit institutions are described, their 
functions discussed, and their interrelations pointed out — the savings 
bank and the bond house no less than the commercial bank, the 
organization of agricultural and consumptive credit no less than the 
organization of commercial and investment credit. 

The author's primary object in covering such a large field in a 
single volume is to show how the different financial institutions are 
interrelated, to show how they all function together in a vast system 
which he calls the financial organization of society. Current text- 
books on financial subjects have failed to show clearly this inter- 
relation because they are confined, for the most part, to a descrip- 
tion of an isolated institution, like the commercial bank, the bond 
house, or the savings bank. Says the author in his preface : 

I may frankly say that I did not fully appreciate this fact [the 
closeness of the relationship] until I undertook to describe the prac- 
tical operations of each of the numerous types of financial institutions 
that exist today, and to point out the economic significance of each. 
The very attempt to explain the economic function of each financial 
institution inevitably carried one into a discussion of its relation to 
other financial institutions, and thus to a consideration of the relation 
of the financial system in general to the economic system in general. 

Although the author insists on giving proper attention to other 
than commercial forms of banking, he nevertheless grants a position 
of dominating importance in the financial system to the commercial 
bank. Indeed, he goes much farther in this respect than do most 
other writers, for he rejects the traditional view that the functions 
of a commercial bank are primarily to supply working capital, and 
maintains that its functions in the supplying of fixed capital are 
hardly if at all less significant. To some extent, he points out, 
commercial banks supply fixed capital directly by the purchase of 
securities and of mortgages, but to a greater degree they supply the 
capital indirectly by means of call loans or short-term loans for in- 
vestment purposes. The bond house and the savings bank, typical 
investment institutions, are dependent on the commercial bank for 
the credit on which they do business. Even the trust company relies 
on the old-time commercial bank as a depository for a part of its 
funds instead of maintaining independence by keeping adequate cash 
reserves. One cannot read this book, showing our entire economic 
organization dependent on the financial organization and in turn 
showing the financial system relying for its support on our com- 
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mercial banking system, without being impressed with the vital re- 
sponsibility that rests upon the state and national banking system 
and without being awed at the power that lies in the hands of the 
seven men who are now at the center of it all, the members of the 
Federal Reserve Board. 

It goes without saying that the author, in his effort to include the 
entire financial organization within the scope of a single volume, has 
been obliged to omit many important details of financial theory and 
practice. But the gain of perspective is worth the sacrifice of detail. 
Indeed, so discriminating has been the author in his choice of mate- 
rial that one is surprised that so much can be told in such little 
space. The book is a distinct contribution to the cause of business 
education. 

James C. Bonbright. 
Columbia University. 



Die Gerechtigkeit der Besteuerung. By Erik Lindahl. Lund, 
Sweden, Gleerupa Universitets-Bokhandeln, 1919. — xv, 226 pp. 

The two main problems of taxation, the problems of the scope of 
taxation, of the amount that shall be withdrawn from private use 
for the support of collective activity, and the problem of the appor- 
tionment or distribution of the burden of taxation among individuals, 
Mr. Lindahl attempts to solve by an analysis based upon the theory 
of marginal utility. The main purpose of the book is to discredit 
the faculty theory and substitute for it the benefit theory. His thesis 
is somewhat as follows : the principle of benefit is the general, theo- 
retic norm of taxation ; and the principle of faculty is only a sub- 
sidiary, practical maxim. The basis of the faculty theory is the 
organic theory of the state, the idea that the state is a super-individual 
personality. This implies the absolute duty of taxation. This organic 
theory, however, is discredited. The state is an organization of in- 
dividuals, declares Mr. Lindahl ; hence, he maintains, the duty of 
taxation is a duty wholly relative to the benefit derived from collec- 
tive activity. 

The function of the state is to satisfy public wants, which are a 
part of the complexus of private wants. Since the public life is 
thus involved with the private life, public economic activity follows 
the same laws that govern private economy. The laws of private 
economy which are applicable to the problem of taxation are the 
law of diminishing utility, the law of diminishing productivity, and 



